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Key Highlights

e We take a look at some ideas within the
financials/healthcare space and Asia Pacific
region:

¢ United Global Financials Fund

¢ Blackrock World Healthscience Fund
¢ Allianz Income and Growth fund

¢ JP Morgan Asia Pacific Income Fund
e JP Morgan ASEAN Equity Fund

e Fordirect exposure intfo equities, we take alook
at:
¢ Meituan (3690 HK)
e Didi Global (DIDI)

I For market participants, last week was another
week of earnings optimism amid inflation and growth
jitters. The Singapore’s STl ended Friday (29 October)
and the last trading day of the month down 0.2% on
week, but it gained 3.6% on month to a six-month
high. The MSCI Asia Pacific Index fell 0.8% on Friday
and 1.5% on week. It ended the month flat. The
MSCI's broadest index of Asia- Pacific shares outside

! Adapted from “Sentiments from the week before”, Song Seng
Wun, 1 Nov 2021
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Japan was also down 0.8% for a weekly loss of 1.5%,
snapping three weeks of gains. But it gained 1.3% on
month.

European stocks closed mixed but on Wall Street, the
three main US stock indices reversed earlier losses to
close at a record high on the last frading day of the
month, with both the S&P 500 and the NASDAQ
booking their best month since Nov'20.

Although the MSCIl's gauge of stocks across the
globe fell 0.2% on Friday, it still gained 0.4% on week,
its fourth consecutive weekly gain for the month of
October it rose 5%, rebounding from September’s
4.3% loss. Meanwhile, the Cboe Volatility Index, or VIX
fell 1.6% to 16.26. Although the VIXrose 5.4% on week,
it fell almost 30% on month.

The VIX fear index had dropped to a post pandemic
low of 15.01 on 21 October. Are fearless markets
walking on earnings sunshine?

In China, property sector-related jitters eased last
week as China Evergrande said it had resumed work
on a handful of projects across the Pearl River Delta
in southern China as it sought to reassure anxious
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investors. The heavily indebted company also made
interest payments on overdue coupons at the
eleventh hour. Meanwhile, Chinese media reported
that the government wil be strengthening the
country's tax reforms to achieve its goal of long-term
“common prosperity”. The report said Beijing will
adjust tax collection to boost revenue and reform the
counftry's income distribution. The aim is fo adjust the
income of its fop-earners and elevate the earnings of
lower-income groups.

Common prosperity is a policy drive by Chinese
President Xi Jinping to narrow the gap between rich
and poor. According fo the top decision-making
body of the Chinese parliament, it will roll out a pilot
real estate tax in some regions.

In the bond markets, US Treasury yields dipped from
earlier gains. The benchmark UST10Y note ended the
last trading day of the month at 1.552%, 3 bps lower
than Thursday, but é bps higher on month.
Meanwhile, Germany's 10Y yield ended Friday and
October at -0.106%, a level not seen since May 2019,
as the

European Central Bank President failed to calm
markets that are pricing in two ECB rate hikes by the
end of next year and as long-term inflation
expectations stood above the ECB's target. Indeed,
in a span of a few days last week, the view that some
major central banks will be slow to raise rates was
shattered with short-term vyields from Canada to
Australia jumping the most since the

1990s, according to a Bloomberg news report,
catching even some of the best money managers
flat footed. At the same time, long-term rates slid- a
signal that aggressive policy moves are likely to slow
the pace of economic expansion.

In the currency markets, the US dollar DXY index
gained 0.8% on Fri & 0.5% on week to 94.2, getting
closer to a one-year high of 94.6 reached on 12
October on news that the Fed's preferred inflation
measure showed prices continuing to rise faster than
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its 2% target. FX traders are weighing the odds that
the current spike of inflafion will lead more central
banks to move more quickly to scale back their
pandemic-triggered monetary policy support than
they had planned to. Headline US price pressures as
gauged by the personal consumption expenditures
price index including food and energy surged 4.4%
YoY in September, the most since January 1991.

Meanwhile, losses in the euro deepened after the
common currency booked its biggest daily gain in
five months. Gold fell 0.9% to US$1,783.4 a troy ounce
on Friday, moving away from a six-week high of
US$1,807.7 hit on 25 October, as the US DXY index
rebounded from a one-month low and US Treasury
yields rose.

In the energy markets, WTl crude futures reversed
earlier losses to setftle 0.9% higher at US83.57 per
barrel in the last tfrading session of October, holding
near to a seven-year high of US$85.41 hit on Monday,
on expectations that OPEC+ would maintain
production cuts during this Thursday’s (5 November)
meeting. For the month, WTI crude prices jumped
more than 11% on the back of coal and natural gas
shortages in Asia and Europe while OPEC and other
key producers kept supplies tight.

The oil producer group sees world oil inventories
declining by an average of 1.1m barrels a day until
the end of the year. Meanwhile, the global
benchmark crude, Brent rose 0.1% to US$83.72 on
Friday, but it fell 1.3% on week, its first weekly decline
in 10 weeks.

The S&P 500 has rallied 22.6% year-to-date, its best
January-October performance since 2013. Investors
will now have to weigh whether momentum from the
US stock market's record breaking rally will continue
info the last two months of the year which is
traditionally a strong calendar period for Wall Street,
but this year could be different since a wall of worries
still persist. In particular, November and December
have been the S&P 500's’ second- and third-best
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months of the year since 1950, with the indexrising an
average of 1.7% and 1.5%, respectively, according to
the Stock Trader’s Almanac.

This time around, however, the year-end period may
have more than its usual share of event risks -
anything from intensifying growth vs. inflation
crosscurrents, protracted logistics bottlenecks,
worsening US-China relation, to US political debate
over tax legislation along the corridors of power in
Washington.

Looking ahead into the new trading week...

It is a big “Central Bank Week” with several other
event risks. Can earnings optimism confinue to lift
equities, or will central bankers spoil the party by
taking away the punch bowls2 All eyes and ears will
be on the Federal Reserve when the US central bank
hold its November policy meeting mid-week. Apart
from the US, ofther central bank holding policy
meetings this week include the UK, Australig,
Malaysia, Poland and Norway. The US central bank is
expected to announce a winding down of its
massive bond buying program put in place last year.

But, what will it say about interest rate which is
currently just above zero2 Will the Fed continue to
stick to its script that it is scaling back its QE program
first before it start hiking rates late in H2 20222

The worldwide October Markit manufacturing and
services PMIs will be released for a detailed look info
macro conditions at the start of Q4. Over the
weekend, China reported its official NBS PMIs for
October. The manufacturing PMI for China came in
at a lower-than forecast 49.2 (Bloomberg cons: 49.7),
the second straight month of contraction in factory
activity, and the lowest post pandemic reading.
Meanwhile the non-manufacturing PMI eased to 52.4
from 53.2 in September. Sfill, the latest reading
pointed to the second straight month of growth in the
service sector, amid sporadic Covid-19 outbreaks.
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In Europe, apart from the flood of October Markit PMI
readings, other notable macro releases this week
include the Euro Area jobless rate which is projected
to fall in September to lowest level since April 2020,
and retail sales likely rose for a second consecutive
month in September. Other notable macro data
releases include Euro Area September producer
prices and Germany Sepfember industrial
production and factory orders.

Meanwhile, the US jobs report, out Friday, is expected
to show job growth recovered in October after two
straight months of disappointing payroll figures (NFP
cons: 450k vs. September’s 194K).

The October jobless rate is expected to dip to a post
pandemic low of 4.7% from 4.8% in September.

Globally, earnings for the week include:

Airbnb, Allstate, AIG, AP Moller - Maersk, Apollo
Global Management, Bradesco, Barrick Gold, BMW,
Bharti Airtel, BP, Cigna, ConocoPhillips, Credit Suisse,
CVS, DBS Group, Deutsche Post, Duke Energy, Enel,
Estee Lauder, Ferrari, Fujifim, Honda Motor, ING, Itau
Unibanco, Intesa, Itochu, KKR, Metlife, Mitsubishi,
Mitsui, Moderna, Nintendo, Novo Nordisk, OCBC
Bank, Peloton, Pfizer, Pinterest, Prudential Financial,
Qualcomm, Samsung SDI, Saudi Arabian Oil, Societe
Generale, SoftBank, Square, State Bank of India,
Standard Chartered, Sun Life Financial, Tata Motors,
T-Mobile US, TC Energy, Toyota Motor, Uber, United
Overseas Bank, Vonovia and Westpac Banking.

Notable ASEAN macro news...

- Singapore September headline CPl rose by a
higher-than-forecast 2.5% YoY compared with
market estimates and August's figure of 2.4%. The
latest reading returned to July's near eight-year high
level. On a monthly basis, the CPI rose by 0.4% in
September after gaining the most in three months of
0.5% in August. The MAS core CPlrose 1.2% YoY, the
most since May 2019.
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- Bank loans in Singapore rose 1.7% MoM to a fresh
record high of $$803.8bn in September, as both
consumer loans (S$305.8bn vs $$302.8bn) and
lending to businesses (S$498.0bn vs S$487.3bn)
increased.

- Singapore September manufacturing output
declined by 3.4% YoY, compared with market
forecasts of a 0.9% fall and after a downwardly
revised 11.0% gain in August. This was the first drop in
industrial oufput in a year due mainly to the high
year- ago base for pharmaceuticals (Sep’'20: 114%%
YoY). On a monthly basis, manufacturing output fell
2.8% a reversal from August's 5.6% MoM. For the
January-September period factory output
expanded 13.6% YoY vs. 6.3% YoY for the same
period last year.

- Thailand September trade balance reverted to a
surplus of US$609.8m after a US$1.22bn deficit in
August. Exports rose by a stronger than forecast
17.1% YoY compared with August’s 8.9% YoY. Imports
grew by a softer-than-forecast 30.3% YoY compared
to August's 47.9% YoY. For the January-September
period, the trade surplus fell to US$2.02bn from
US$21.41bn for the same period last year.

- Thailand September manufacturing output declined
by a smaller-than forecast 1.28% YoY compared with
market consensus of a 3.0% fall and after a revised
4.71% fall in August. The latest figure pointed to the
second straight month of drop in factory output,
amid the latest wave of Covid-19 infections in the
counfry and a migrant labour shortage.

- Foreign direct investment into Indonesia (excluding
investment in banking and the oil and gas sectors)
fell 2.7% YoY to IDR 103.2 trillion (US$7.31bn) in Q3
2021, reversing sharply from Q2's 19.6% YoY jump. It
was the first decline in the FDI since Q2 2020, amid
strict Covid-19 restrictions that affected the flow of
capital goods. In fotal, Indonesia recorded an IDR
216.7 trillion of foreign and domestic investment in
Q3, up 3.7% YoY. For 2021, the government is
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targeting IDR 900 frillion total investment. In the first
nine months of the year, about 73.3% of the target
has been achieved.

- Vietnam's trade surplus of US$1.1bn in October was
larger than expected and was the second month of
surplus. Exports edged up 0.3% YoY US$27.3bn, while
imports advanced at a faster 8.1% to US$26.2bn. For
the January-October period, Vietham recorded a
US$1.45bn goods trade deficit, as exports increased
16.6% YoY while imports surged 28.2%.

- Vietnam’'s October retail sales declined by 19.5%
YoY, the least since June, after a 28.4% in September.
However, the latest reading marked the sixth straight
month of drop in retail frade, amid rising cases of the
Delta variant of coronavirus across the country. For
the Jan-Oct period, retail frade dropped 9.6% YoY.

- Vielnam’s October industrial production dropped
by 1.6% YoY, the least since July, after a revised 7.5%
in September. However, the latest reading pointed o
the fourth straight month of fall in industrial output. For
the January-October period, industrial output
expanded 3.3% YoY.

- Vietnam’s October CPl eased to 1.77% YoY, the
lowest since March, due to decline in demand of
electricity and water when the weather turned to
autumn and house rents continued to drop, amid
resurgence Covid-19 infections. On a monthly basis,
October CPl dropped by 0.20%, following a 0.62% fall
in September.

- Malaysia September trade surplus widened to an-
all fime high of MYR 26.1bn beating market
expectations of MYR 22.5bn. Exports rose 24.7% YoY
to a new high of MYR 110.8bn, led by higher
commodities prices and demand for manufactured
goods. Imports rose 26.5% YoY to a five-month high of
MYR 84.7bn as purchases grew for all key sectors. For
the January-September period, the trade surplus
widened to MYR 176.3bn from MYR 123.2bn for the
same period last year.
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- Producer prices in Malaysia rose by 12.3% YoY in
September, after an 11.3% gain in August. This was
the eighth straight month of rises in producer inflation
and the highest reading in the sequence. On a
monthly basis, the PPl rose by 0.3%, easing from a
0.6% rise in August.

- The Malaysia government proposed a record
budget as a 5.5-6.5% GDP growth range is forecast
for 2022. Budget 2022 maintains expansionary bias
with budget deficit of RM97.5bn or 6% of GDP
(RM98.8bn or 6.5% of GDP in 2021). A one-off windfall
tax on company profits exceeding RM100m in FY22
came as a surprise after being downplayed by MOF
officials, and other revenue augmenting measures to
yield additional revenue of RMé.2bn, helping to
finance RM233.5bn opex (+6.3%) while devex climbs
to RM75.6bn (+21.9%). Sufficient flexibility has been
built info Budget 2022 to keep policy response
nimble, including RM10bn contingency in the Covid-
19 Fund, modest personal income tax targets and
conservative oil price/Petronas dividend
assumptions.

Treasury yields have surged over the past week, in
particular short-maturity rates touching the highest
since start of Covid outbreak (5Y UST went above
1.20%). This was due to concerns over quickening
inflation coupled with markets expectation of some
form of QE tapering to be announced in next FOMC
in Nov.

Consequently, Fed Funds Future saw traders price in
2 rate hikes by end of 2022 (instead of previously
where st rate hike was expected in early 2023).

The breakeven rates for 10Y TIPS surged towards end
of the week as inflationary pressures continue to be
priced into the market. 10Y breakeven rate punched
through 2.60%, a level hasn't been seen since 2013.
(Note: Breakeven rates represents a measure of
expected inflation derived from 10Y UST vyields
against 10Y TIPS).

CIMB PREFERRED BANKING | SINGAPORE

Data for next several months are critical for assessing
whether the high inflation numbers we have seen are
indeed transitory. Some Fed speakers are arguing
that pandemic inflation will soon ease, and rate
should stay low to aid growth and hiring recovery.
First hike in 4Q22 may be too premature. However,
this is in clearly in contrast with market participants.

We saw curve flattening due to short end rising more
than the long end (5Y30Y spread: 88 bps vs start of
year at 128 bps). However, we observe the similar
flattening trend during the last QE tapering in 2013
and 1st rate hike post GFC back in 2015.

Markets are likely to watch the UST space as levels
remain near the 1.70% big figure. It seems that
investors are pricing in the upbeat outlook. Bond
investors are mostly expecting a Nov announcement
that the Fed will taper its QE asset purchases.

Against the above backdrop, we explore the United
Global Financials Fund. We believe financials should
benefit from a cyclical tailwind (such as higher
infrastructure spending) or a steepening yield curve.
Recently, many big cap financials - US lenders
JPMorgan, BlackRock, Wells Fargo & Co, Citigroup,
Bank of America Corp, Morgan Stanley all reported
3Q profits that beat market expectations.

We stress that “Financials” are not just banks — and
that there are many segments (insurers, diversified
financial ~ conglomerates,  services provides,
payments, fintech and disruptors), and each offer
different growth opportunities and diversification
benefits.

In addition to Financials, investors can consider funds
with a healthcare exposure such as the Blackrock
World Healthscience Fund. While companies
pursuing COVID-19 diagnostics, therapies, and
vaccines have received much of the attention over
the past year as a result of the sheer magnitude of
the COVID-19 pandemic, it is important to remember
that there are many innovative areas of healthcare
that are not pursuing COVID-19 related solutions such
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as in both the medical devices and biotechnology
sub-sectors.

Beyond the innovation taking place in the
healthcare sector, the sector is underpinned by
sfrong secular growth trends; in particular
demographic change in both developed and
developing countries. In the developed world,
populations are aging and living longer which will
lead to increased demand for healthcare products
and services. In  emerging markets, the
modernization of healthcare infrastructure and
increased spending on healthcare from emerging
market economies will lead to increased healthcare
consumption in the coming years.

With the healthcare sector trading roughly one
standard deviation below its long run average
relative to broad equity markets, current valuations
look attractive for the long term investor.

China. Earlier, Bloomberg news reported that China
hinted that its crackdown on Tech Giants was
coming to an End. China’s top financial regulator
said he expects to achieve significant progress in the
ongoing crackdown on fintech firms before the year
end, reinforcing speculation that Beijing’s campaign
to rein in its fech giants may be receding.

We also highlighted previously that signs of the nearly
one-year-old crackdown in China appeared to be
entering its final stage with events such as a smaller-
than-anticipated fine for food delivery giant Meituan
(3690 HK). More recently, Dow Jones reported that
the cybersecurity agency was wrapping its probe
into Didi Global (DIDI).

Furthermore, PBOC affirmed that authorities were
handling the Evergande situation, and sought to
ensure smooth financing conditions for other major
developers and homebuyers to contain any spillover
risks. PBOC added that Evergrande constituted an
idiosyncratfic case and that the property sector
remained relatively healthy after years of macro-
prudential regulation.
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The above have helped boosted sentiment towards
Hong Kong's stock market, including those from the
mainland - amid bets that China’s crackdowns on
industries from tech to property were abating. That's
helped send the Hang Seng China Enterprises Index
up more than 10% since falling to a five-year low.
Tech shares initially led the gains. Developers jumped
after senior government officials said that risks in the
property market were controllable.

The key takeaway is that while policy could be
turning less restrictive in China, we believe that
regulatory uncertainty for large parts of the Chinese
market are not going away. Hence we are pivoting
towards Asia/ Asean markets ex HK/ China.

Asia Pac equities have room to do beftter in terms of
recovery and valuation. Funds such as Allianz
Income and Growth fund, or JP Morgan Asia Pacific
Income Fund offer investors exposure into these
regions and also have a payout feature.

Another fund with a more concentrated focus is the
JP Morgan ASEAN Equity Fund. The fund aims fo
provide long term capital growth by investing
primarily in companies of counfries which are
members of ASEAN. The relevant benchmark is the
MSCI AX ASEAN Index (Total Return Net).

Please speak to your Relationship Manager for more
details.
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